Draft Final Audit Report on the

Kansas Republican Party
January 1, 2007 - December 31, 2008

Why the Audit

Was Done

Federal law permits the
Commission to conduct
audits and field
investigations of any
political committee that
is required to file
reports under the

. Federal Election

Campaign Act (the
Act). The Commission
generally conducts such
audits when a

committee appears not Account r\/
to have met the 1| Other Receipts

threshold requirements

for substantial
Phance with the

Act.' The audit™

determines‘'whetherthe .

e .
committee_ complied
with#tiedimitations,
prohibitio%s

disclosure requijremernts
of the Act. <

Future Action
The Commission may
initiate an enforcement
action, at a later time,
with respect to any of
the matters discussed in
this report.

About the Committee (p. Z)A

The Kansas Republican Party is a state Party committee
headquartered in Topeka, Kansa\s/{For\ more.information, see the
chart on the Cornmittee Org}nizati%n, p. 2\

Financial Activity

o Receipts
o Contributions from Indlv' duals $ 645,470
o Corf lbutlons from Other 50,877
Polltl a] mmittees \e
o Trans Fom mASH liated/Ot V 45,475
Party C lttegs
o Transfers\from’/Non- ederal 22,239
14,774
otal Recelp\y $ 778,835
Dasbu sements
kfj'n rsements $ 781,733
ier-Disbursements 6,485
tal Disbursements $ 788,418

Findi 7#é and Recommendations (. 3)

I )Mlsstatement of Financial Activity (Finding 1)

‘/Receipt of Apparent Prohibited Contributions (Finding 2)
Payment of Federal Activity Out of Non-federal Accounts
(Finding 3)

' 21.8.C. §438(b).
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Part I
Background

Authority for Audit
This report is based on an audit of the Kansas Republican Party (KRP), undertaken by the
Audit Division of the Federal Election Commission (the Commission) in accordance with
the Federal Election Campaign Act of 1971, as amended (the Act). The Audit Division
conducted the audit pursuant to 2 U.S.C. §438(b), which permxts th G mmission to
conduct audits and field investigations of any political commlttc equlred to filea
report under 2 U.S.C. §434. Prior to conductmg any audit un is subsectlon, the
Commission must perform an internal review of reports ﬂlfi/bey\saectgd committees to
determine if the reports filed by a particuiar committee-meet the threshold requirements
for substantial compliance with the Aat. 2 U.S.C. §4 8(b)9

Scope of Audit E
Following Commission approved procedures, the A 1t s Quated various risk
factors and, as a result, this audit examined:

The disclosute of dlsbursementsi\bts\and obligations

1.

2. The disclosure of expenses allocate et%en federal and*nonfederal accounts.
3. The disclosure of individual contrib atl\n and nagre of employer.
4. The roceipt of eentributions from pro lte:§ urcea\_7

5. The consistency .tybwsen eported figures-arid bank vrds

6. The completen;,s f reeqrds,

7. Other commijttee’qperations necessary to the review.

Limitations

C—

In malytalﬁ]'@ts\dlsbursement records, KKP satisfied the minimum recordkeeping
requirements of 11 GF §102 .9; h weyer, the Audit staff’s testmg of disbursements was
hmlted by the lack of ¢ extemal dov mentatlon, such as invoices. This lack of third party
records llmlted the testmg for rec;‘ rdkeeping and the proper reporting of debts and

obli gatlons, as weli as the adequacy of disclosure of information, such as, payee, address
and purpose oidisburserhents.




Part il
Overview of Committee

Committee Organization

Important Dates Kansas Republican Party

e Date of Registration March 15, 1979

e Audit Coverage January 1, 2007 - December 31, 2008
A

Headquarters Topeka, Kanyﬁ { A\

Bank Information N\

e Bank Depositories One S NN\

e Bank Accounts Six Ee’géral and Four Non-federal

/4 NG

Treasurer J 58 N Dy

o Treasurer When Audit Was Conducted v Stg.\,‘QJitzgér ald 37

e Treasurer During Period Covered by Audit | EmmittMjtchellthru 2/04/07)

David J10 e (2/05/07 thru 12/17/07)

V\\ Morey Sui-llv (12/18/07 thru 2/17/09)
Management Information N \1/

Attended Commission Campaign F manc&\/

\

Seminar /'\

o Used Commonly Avéi ﬂ’Ble aign \ Yes
Management Saf Package

e Who Handled Accountlhg and / >Pa’lTstaff
Recordkeepmg Tasks SR /

Cash on han‘ﬂ%\lanuary 1, 2007 $ 14,426
Receipts -\ -

o Contributions from Individuals $ 645,470
o Contributions from, Other Political Committees 50,877
o Transfers from Affiliated/Other Party Committees 45,475
o Transfers from Non-federal Account 22,239
o All Other Receipts 14,774
Total Receipts $ 778,835
Disbursements

o Operating Disbursements $ 781,933
o All Other Disbursements 6,485
Totzl Disbursements $ 788,418
Cash on hand @ December 31, 2008 $ 4,843




Part III
Summaries

Findings and Recommendations

Finding 1. Misstatement of Financial Activity
A comparison of KRP’s reported figures to bank records revealed a mjsStatement of receipts,
disbursements and cash-on-hand in both 2007 and 2008. For 2007, overstated beginning
cash on hand by $4,628, overstated receipts by $11,885, understgted disbursements by $11,370
and overstated ending cash-on-hand by $27,883. In 2008, rec té\weregnderstated by
$111,149, disbursements understated by $176,956 and the enﬁe’lng casﬁ-‘QnEh{md was overstated
by $93,690. In response to the intarm audit report recomrf_n,\ dat n, KRP-amended its reparts to
materially cornect the misstatements noted above. (For’nfore dstail, see p. 4) \\
RN N
Finding 2. Receipt of Apparent Prohibited Contributions
Based on a review of contributions received by KRP, the@::i'tfﬁﬁ\identiﬁed foilt contributions

totaling $52,498 which appear to be from prohibited sources. In response to the interim audit

report, KRP indicated it had transferred §1'5,000 from its fedéral ta its non-federal account.
Citing insufficient funds, KRP amended it: n%q;geg\ent report toNdis l?e a debt to its non-
federal account for the remaining prohibite%: 'ti'i@tiens of $37, y (For more detail, see p. 6)
Finding 3. Payment-of Federa 4

N\a vft‘yj?ut of Non-federal
Acc9-/ nts -
KRP appears to havcfimplgperhn e payments,\{fqtaling $104,859, from its non-federal
accounts for federal/@)?pe\t\lses. In response to the i ferif audit report, KRP amended its reports
to disclose these disbursemer}ts\pa/i@ @_n;/fgderal account for federal/shared expenses.

(For more detail, sée-p. 9) -




Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity

Summary
A comparison of KRP’s reported figures to bank records revealed a misstatement of receipts,
disbursements and cash-on-hand in both 2007 and 2008. For 2007, K(I(P-Nerstated beginning
cash on hand by $4,628, overstated receipts by $11,885, understate’d <{ sbursements by $11,370
and overstated ending cash-on-hand by $27,883. In 2008, recei SWe nderstated by
$111,149, disbursements understated bry $176,956 and the en@ g eas -hmd was overstated
by $93 690. In responge to the interm audit report recomnﬁsnda jon, nended its reports to
materially cornzct the misstatements noted above. N

Legal Standard
Contents of Reports. Each report must disclose:
e The amount of cash on hand at the beginning and en ‘({f € reporting period,;

e The total amount of receipts for the fepo%r’)eg period andorthe calendar year;

e The total amount of disbursements fo the ortmg period and o\r_t}xe calendar year; and
[ ]

Certain tramsactions that require ltemlza\‘tl\3 hedule A (Itemi ed Receipts) or Schedule
B (Itemized Disbursements). 2 U.S.C 4(b) K\(i’t)\j)énd(S)

Facts and Analysis / /_\

The Audit staff reeoncile reported ctivity to ba k records for calendar years 2007 and 2008.
The following chart§’ outll the dlsc}epancles for the,yegmmng cash balances, receipts,
disbursements, and the e\nd\ g{a)sﬁ balances for eagh-year. Succeeding paragraphs address the

reasons for the misstateme

/\
’200\7\Comm|ttee Activity \ ,/

4
\ < Reported Bank Records Discrepancy

Begmﬁl ash Balanéej $19,054 $14,426 $4,628
@ Januar% 007 Overstated
Reueipts \ / $184,566 $172,681 $11,885
Overstated

Disbursements ¢~ $172,457 $183,827 $11,370
Understated

Ending Cash Balance @ $31,163 $3,280 $27,883
December 31, 2007 Overstated

The beginning cash on hend was overstated by $4,628 and is unexplained, but likely resulted
from prior period discrepancies.



The overstatement of receipts was the result of the following:

e Contribution amount incorrectly reported (see details below) $ 8,220
e Reported non-federal caucus receipts in error (25,000)
o Transfer of funds from non-federal not reported 2,599
e Unexplained difference 2,296

Net Overstatement of receipts $ (11,885)

The understatement of disbursements was the result of the following:
e Transfer to non-federal account not reported (see details below)/\\ $ 8,220
e Disbursements not reported 3,150
Understatement of disbursements / \ $ 11370
KRP received a $15,000 contribution from an individual andg /ositcd‘tt\le funds to its federal
account on October 24, 2007. KRP reported the amou tfo/fhlg éontributibt{\ﬁs $6,780, which
represented the epatributinn limit for individuals $1 /g;gyo less $3,220 the am"ou\}fbof
contributions already received from the individualprior to Octdber 24, 2007, thu: \f
understating receipts by $8,220 ($15,000-$6,780). In.a: -'tion,)&transferred $8,220 the
excess portion of the contribution, from its federal accol tktofi <'non*federal accofint on
October 25, 2007, but did not include the disbursement L:)?l\'-ﬂ\QO'I November monthly report.

The $27,883 overstatement of the closing cash 0 hand was the result. ofithe misstatements
described above. N\ N

In 2008, one of five accomts-thaf KRP consid&rgdé/b%nsfederal bank accounts had a

significant number of trarfsactions Which appeared to be federal in nature. Nearly all receipts

and expenditures relatéda to attendance at the Rep '\b\lican National Convention. The Audit staff
iount in repon%able?activity.

has included all actieﬁW\J

(o~

T~ -

2907{6M§ﬁvh\
4{ N o\ N “Réported Bank Records | Discrepancy
Beginning Cash Balance\ )/ $31,163 $3,280 $27,883
@ Ja ua\rx 1,2008 \ ) Overstated
Receiptix \\ j $495,005 $606,154 $111,149
< Understated
Disbursements \/ $427,635 $604,591 $176,956
\ , Understated
Ending Cash Bélance @ $98,533 $4,843 $93,690
December 31, 2008 Overstated

The understatement of receipts resulted from the following:

e Receipts deposited into National Convention account not reported $ 74,320
e Refund received from Paychex not reported 2,846
e Receipts from various federal accounts not reported 25,822



e Permissible cash deposit for sale of yard signs not reported 13,236
e Reported rnon-federal caucus receipts in error (10,000)
¢ Transfers from the non-federal acconnt not reported 13,737
¢ Unexplained differance (8.812)
Net Understatement of receipts $111,149

The $74,320 in receipts deposited into the National Convention account included $42,498 that
represents three possible prohibited contributions which were used to defray the cost of hotel
rooms, breakfasts for the delegates, and entertainment as drscussed in Finding 2 below.

The understatement of disbursements resulted from the followm

e Transfers to the non-federal account not reported 5,500

o Disbursements frem National Convention account, as dis¢ sed above,
not reported 105,243
e Disbursements not reported 66 213
Understatement of disbursements
Conventio

The majority of the $105,243 disbursements from the Nh n account were used
for convention lodging expenses at the hotel and payroll c ts

The $93,690 overstatement of the closing cash ~hand was the resulLof/the misstatements

deseribed aliove. \2 \ N/
fo i

The Audit staff discussed the—ml stalements and 2!‘)08 wWith a KRP representntive during

the exit gonference and p evnde pies of relev workpapers detailing the misstatements. The

KRP representative st( that co eétwe amendments would be filed.

Interim Audit Report; mme tig;> Zd Committee Response

The Audlt s commende 'that KRP-ami nd its’reports to correct the misstatements for 2007

and 2008 ~noted‘ab venlt was recommended that KRP amend its most recently filed

report t orrect the %l\on and Ia ce with an explanation that the change resulted from a

pr| audit adjustment d thai IgRP reconcile the cash balance of its most recent report to

|dent|fy ar bsequent crsc nciesthat may iorpact the $93,690 adjustnient racemmended by
‘}E

the Audit sta In response e irterm audit report recnminendation, KRP amended iis reports
to materially co the ments noted above.

| Finding 2. Reeeg of Apparent Prohibited Contributions

Summary

Based on a review of contributions received by KRP, the Audit staff identified four contributions
totaling $52,498 which appear to be from prohibited sources. In response to the interim audit
report, KRP indicated it had transferred $15,000 from its federal to its non-federal account.
Citing insufficient funds, KRP amended its most recent report to disclose a debt to its non-
federal account for the remaining prohibited contributions of $37,498.



Legal Standard

A. Receipt of Prohibited Corporate Contributions. Political committees may not accept
contributions made froin the generel treasury funds of corporations. 'This prohibition epplies to
any typc of corporatioe including a non-stock cerporation, an incorported membership
organization, snd an incorporated cooperative. 2 U.S.C. §441b.

B. Definition of Limited Liability Company. A limited liability company (LLC) is a business
entity that is recognized as an LLC under the laws of the state in which it was established. 11

CFR §110.1(g)(1)

C. Application of Limits and Prohibitions to LLC Contrlbunmtrlbutlon from an

LLC is subject to contribution limits and prohibitions, dependmg/o eral factors, as explained

below:

1. LLC as Partnership. The coniribution is considereda g\tnbutloé a partaership if
the LLC chooses to be treated as a partnershylfrder Internal Reven ‘erwce (IRS) tax
rules, or if it makes ne choiae at all abnut its'tdx status. contrlbunon partnershlp is
attributed to each partner by his or her share‘qf}hqaart /rs& p profits. ll{gR §110.1
(e)(1) and (2)(2). S

2. LLC as Corporation. The contribution is considered a(corporate contribution—and is
barred under the Act—if the LL& chooses to be treateq}s a corporation under IRS rules,
or if its shares are traded pubhcl‘j\ll CER §110.1(g)(3).

3. LLC with Single Member. The con“buu\n is.considere trilution from a single
individual if the LLC is a singlc-member LCC htrtas not th:en to be treated as a
corporatian imder IRS rules. 11 CFR'}1104 @B

D. Limited Llablllt/y/ 'mpany%s esponslbll' '_ to Notify Recipicnt Cammittee. At the time

it makes a contnbutgen,\ st notify the recipient committee:

e That it is eligible to Makethe gontribution; and'/l

¢ Inthe case.ofanLLC t\l}at c ‘tlers\téafa -partnership (for tax purposes), how the
contnbutﬂ)n should'bg attribut among the’'LLC’s members. 11 CFR §110.1(g)(5).

E. Qfestionable Contributions. If\a committee receives a contribution that appears to be
prohibitid (a questmnaol:\gntrlbutmn it must follow the pmoedures helow:

1. Within I'0 days after the trecastrer receives the questionable contribution, the committee
must ei er ‘4
. \Rctum\%\contnbl ion to the contributor withont depositing it; or
e Depositt tribution (and follow the steps below). 11 CFR §103.3(b)(1).

2. If the cammitteg-deposits the questionable contribution, it may not spend the funds and
must be prepared to refund them. It must therefore maintain sufficient funds to make the
refunds or establish a separate account in a campaign depository for possibly illegal
contributionis. 11 CFR §103.3(b)(4).

3. The committee must keep a written record explaining why the contribution may be
prohibited and must include this informmatian when reporting the receipt of the
contributian. 11 CFR §103.3(b)(5).

4. Within 30 days af tiwe treasurer’s receipt of the questionable contribution, the committee
must make at least one written or oral request for evidence that the contribution is legal.



Evidence of legality includes, for example, a written statement from the contributor
explaining why the cortribution is legal or an aral explanatlon tliat is recorded by tke
committee in a memorandum. 11 CFR §103.3{b)(1).
5. Within these 30 days, the committee must either:
e Cunhfirm the legality of the contribution; or
¢ Refund the contribution to the contributor and nate the refund on the report covering
the period in which the refund was made. 11 CFR §103.3(b)(1).

Facts and Analyslc

The Audit staff reviewed contributions received by KRP and identifie /f\r%contributions
totaling $52,498 from apparent corporate entities. The Audit staff vefified with the Secretary of
State that three of these ontities were incorporated when the conyrbut\ons ($42,498) were made.
Thesa amounts were deposiied into the ascoont diseussed in Ei dmg e used for nutional
convention expenses that KRP did not consider to be a fede€ral ae\:)cmmt\gl' D§c=.\<:or:tﬂlbutlons were
to defray the cost of hatel rooms, brenkfasts for the deleﬁ testand entertmnment\at the

convention. \’
The one remaining coritribution ($10,000) was determ to% a limited lia 1ty company

which may choose a corporate tax filing status. As suchya li ited Ii bility company was
required to affirm to KRP that it was eligible to make the contri utlon based on its tax filing
status being other than covporate. Reco;i?prOVIded by KRP {dld hqQt contain any such
affirmations or any follow-up by KRP to

K}glfnllty
The Audit staf presonted this matter to a KR LV duu g the exit eonfencnee aiong
with a schedule of the a;;yxenbp ohibited cont b\f representatwe stated they

would send a letter requefting the X filing stat {for the llmlted liability company and would
refund any remainin hibited ¢ c ntrlbutlons i>\?

Interim Audit !;,e% commendation fnd Committce Respansc

The Audit sta (t‘f_recot%mun af’ K‘R~P\prov1d’e- ocumentatlon detailing the tax ﬁlmg status for
the contnbn foni-from the. Jimited | \amhty compény and demonstrate that the remaining three
contri ns were ma th permis ble /Sunds Absent such evidence, it was recommended
that fund the $52 to the ¢ ntr butors or transfer the funds to a non-federal sccount
and prov e\donumeutano .%ch refuinds (i.e., copies of each negotiated tofumi check, front
amd back) m fer. If funds Were not availeble to mnke the refunds or transfer, then the
refunds or mmsfe due were f)e disclosed on Schedule D (Debts and Obligations) until funds
became avallable\tq Thake théfefunds or transfer. In response to the interim audit report KFP
acknowledges that the\se se-corfiributions were received from corporations or companies taxed as a
corporation and deposit /e into its Federal account rather than its non-federal account. KRP
transferred $15,000 ori Janurary 25, 2010, from its federal account to its non-federal in partial
payment of prohibited contrlbutlons and also amended its most recent report to disclose the
remaining obligation of $37,498 2 on Schedule D as owed by KRF to its non-federal accoust.

2 1o its response, KRP noted a pattion of a prutibited contcibuiton kad been refocded; howeeer, the refund was
made from its non-federa} account. In amendments filed, KRP included this in the amount awed to its non-federal
on Schedule D.



Finding 3. Payment of Federal Activity Out of Non-federal
Accounts

Summary

KRP appears to have improperly made payments, totaling $104,859, from its non-federal
accounts for federal expenses. In response to the interim audit report, KRP amended its reports
to disclose these disbursements paid from its non-federal account for federal/shared expenses.

Legal Standard (\

A. Accounts for Federal and Non-federal Activity. A party committee that finances political
activity in connection with both federal and non-federal eiectlons\mu\a stablish two
acconnts (federal and nan+fedeinl) and allocate sharcdfexper\s}es--thos at simultanzously
support federal and non-federal election aetmty—lﬁweé\the twe ac% Alternatively,
the committee may condirct both federal and non‘féderal activity from orkh%k account,

considered a federal account. 11 CFR §102. 5,( )&6 \n)
ions offer

B. Paying for Allocuble Expenses. Commission regula arty comrnlt{ees two ways
to pay far allocable, sitared federal/non-federal expen
e They may pay the entire amount\of" the shared expens the federal account and
transfer funds from the non-federal;a &to the federa c t to cover the non-
federnl share of that expense; or \\ \
¢ They may establish a separute, federal,allocatjon-ace unt}mto whlch the comrnittee

deposnts fumle fromfboth~gefeder.d awnﬁ‘ho/ federel accounts salely for the purpase of
paying the allog lﬂp ns Zf ghared f deral/non-féderal activities. 11 CFR

§106.5(g)(1)(i }Kd (i1)(A)

C. Reporting A!Iocable ens politioal cophittee that allocates federal/non-federal
expenses | must-repart uacI\?lsbursem it |'t‘m es fronr its faderal sccount (or separate
allocatlon—acce t] pay fo ‘Sshared fedéral/non-federal expense. Committees report these
kmd{ of dlsbur:;}ie ts\en Sche dﬁl_e H-4 (Joint Federal/Non-federal Activity Schedule). 11

%10@)(4) _

D. Allecation*Ratio for Ad ipistrative & Non-Candidate Specific Voter Drive Costs. State
and local}mﬁ%mmlttees ust allocate their administrative expenses and non-candidate
specific voterdrive costs according to the fixed percentage ratio. Under this method, if a
Presidential candi ci}teéﬁ Senate candidate appear on the ballot, the committees must
allocate at least 36% of expenses to their Federal funds. 11 CFR §106.7(d)(2)(ii) and (3)(ii).

&

Facts and Analysis

Distinct from the Natienal Canvention account addressed previously in Fimting 1. Misstatcrrent
of Financial Aetivity, the Audit staff detexmined that KRP maintained four non-federal bank
accounts. KRP made payments from two of its non-federal account totaling $104,859 tirat
should have been paid from a federal account. Most of these payments were for allocable
administrative and non candidate specific voter drive expenses, which KRP should have paid
from a federal account and reported on Schedule H-4 using the fixed percentage ratio of 36%
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federal and 64% non-federal in accordance with 11 CFR §106.7(d)(2)(ii) and (3)(ii). Below is a
breakdown of the $104,859 in federal activity paid from the non-federal account:

Payment and Disclosure of Non Allocable Federal Election Activity (FEA

Two paymcnts totaling $7,639 were disbursed from ene of the non-fedeinl accounts for a mailer
($6,080) which mentinrs a federal candidaic and puichase of canvention pins® ($1,639). It
appears KRP should have paid these expenses from a federal account.

Payment and Disclosure of Lodging Expense
Also, KRP paid $5,000 from one of their non-federal accounts for lo gﬁw\g: ertaining to the

national party convention. This expense should have been paid frorfxa federal account.

Payment and Disclosure of Allocable Administrative Cost /\ \
Additional expenses totaling $83,861 disbursed from two nop- eral a cg}niior postage, rent,
consulting, travel reimbursements, printing, phone snrvi/ce’a‘nd:ofﬁee supplies,® ere identified as
appacent allocable administrative costs. Avaiiahle edmentation does not 'md'@t_- that any of
these payments were for salely non-federal activi es;gﬁlﬁefort%they are treated 4§ allocable
administrative expenses. The federal share for these }xpe sgs '<§0g 90 ($83,86 M6% Federal

share).

Payment and Disclosure of Printed Matt%lf _ \

Finally, $8,359 was disbursed from a non-@\a@count for printe}ma’l’cerials for which copies
were not available to assess the nature of thas expenditures. As s{bg}{the Audit staff could not
verify that these expenditures were properly made frorfi-the non-federal account and were not
requirad to be reported to Jhe Cammission. Shopld-doeumentagion be provided to indicate these
expenditures are ather -n’ﬁlelséon-federal i\ ture, KBP should properly disclase these

transacticns.
The Audit staff compared rej : bp;se_i@ﬁec\e_iy,ec;l/from the non-federal account for its share of
allocable actiVi@EI‘hi-s\gElal Qs dicated-the_nori“federat account could have reimbursed an
addit?yl/anﬁfunt that is in_exce {'_o_ .the amounts at issue. Therefore, after considering all
adjus er{ts, it is concluded that there wasno net funding of federal activity by the non-federal

comffittee at the end of the\two year}f}uiit period and only the disclosure issues need to be

addressed'b kll'x
At ite exit conféfe_n {,nthe Aldii stuff addressed these matters and provided scheduies
identifying the transac st/ Gted above to a KRP representative. The KRP representative stated

‘N

that they would file aly ed reports to include these memo entries.

Interim Audit Report Recommendation and Committee Response

The Audit staff recommended KRP demonstrate that the identified disbursements paid from the
non>federal account are solely non-federal expenses. As part of that demonstration KRP was
requested to obtain and provid samples of the printed materials ($8,359) and a sample or

? The Audit staff is unabie to verify that this disbursement was properly made from a non-fnderal account. The
purchase of the pins was in close proximity to the convention and other payments made to that vendor were for
convention gifts. However, should a copy of the pin or a desctiption of its content be provided indicating thc nature
of this expense to be allecible or solely non-federal, the Audit staif will revise its conclusioa.
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description of the pin to demonstrate the nature of these expenditures. Absent such a
demonstration, it was recommended that KRP amend its reports to disclose, as memo entries, the
above noted disbursements on Schedules B (Itemized Disbursernents) or H-4 (Disbarsement for
Allocatad Federal/Nonfederal Activity), as appropriate. In respanse to the interim audit report,
KRP noted that due to scant records it is unable to demonstrate that these disbiirsements are for
non-federal purpases. In light of the lack af records and that no non-federal overfunding
occurred, KFP amended its reports to correctly disclose these disbursements.




